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Federal Election Coimmission

James. M. Hull
1190 Interstate Parkway
Augusta, Georgia 30909

May 31, 2012

Office of General Counsel

999 E Street, N.W.
Washiegton, ©.C.. 20463

In ké: Complaint No.: MUR #6576

Gentlemen:

Receipt is hereby acknowledged as of May 26, 2012, of the Notification of Complaint filed with
the Federal Election Commission by Scott W. Paradise, Campaign Manager for. Rick W. Allen for
Congress, dated May 12, 2012 (the “Allen Campaign”). Violation #2 of the Cornplaint filed by the Allen
Campaign alleges that (i) the McLeod for Congréss Campaign (the “McLead Campaign") is using mare
than 1,034 square feet of space, (ii) the average rent price for comparable office space in the same area
of Augusta is approximately. $11.54 per square foot per year, and so the fair market value of the subject
6,674 square foot: building is- more than $6,000 per month, and (lii) based on infermation available in
public records, the building is owned by a limited liability company. 1understand:the disclosure filed by
the McLeod Campaign lists the area of the building being used as 1,034 square feet and the abated.
license fee/contribttion in kind as $250 per month from each ef the fnur owners for a total of $1,000
per menth.

This response is filed in response to allegations.that my partners and | provided the McLeod.
Canipaign with lease space at less than fair market value. For the reasons set forth:below, this
allegation is felse and is based upon a misuriderstanding of the nature of the space leaséd, The McLeod
Campaign is paying full market value for the space it is leasing. | was the individual who made the
decision to lease the space in question and | was the individual who conclutied that the lease paid by the
McLeod Campaign for unoccupied, and at-the time, inhabitable space was at fair market value and in the
interest of our cornpiiny as lendlord in the current economic envirenmient. The decision to leasé the
space in question to the McLeod Campaign was NOT made in an effort to provide the McLeod Campaiga
with unauthorized suppert. Ironically; | had been (until now:at least) a suppotter of the Allen Camipdigi:
The McLeod Campaign currently pays foir market valuafar the space it is occupying.

Please be advised of the following pertinent facts regarding the subject office building:

1, The premises known as 3632 Wheeler Road, Augusta; Georgia, consist of approximately
7,000 square feet of professional office space formerly utilized as law officés (approximately
3,500 square feet) and offices for a real estate development company {balance of space).
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Campaign to actually occupy the building, but the McLeod Campaign’s occtipancy would
stem the psychological stigma that is attached to a building with a long history of vacancy.

With respect to the value of the building, the evidence presented in the Allen complaint is of
such little worth it could not lead to a conclusion of value. The Allen complainant presented
two advertisements for office space as his evidence. One advertisernent is for a-3,500
square foot portien of a “Class 8” building with an annual gross-rental (taxes, insurance;
garbage are ihcluded) “asking” renital amount of $10.99 per square foot per year. The other
advartisemeitt is a newly renovated portion of a “Class A” building with an.annual Zoskipg”
rental amount:of $12.00 per square foot per'year. The subject. property s neithier'a “Class A”
nor a “Class B” office building, it has not been remodeled and it is: ot comparable. Furthier,
the advertisers’ “asking” rents are no evidence of the:actual signed lease rental rates for
similar buildings in the area. Nonetheless, from these two advértisements, the Allen
complainant has concluded arid reportéd to the FEC that the average faif market rental in
the area is $11.49 per square foot per-year, and the fair market rental of the.entire 6,674
square foot building Is more than $6,000 pér-month. A quick review of Loop Nét (an online
commercial rnulti listing service) reflects “askirg” rental amount for three office facilities
located nearby the subjact-of $8.00 psf per year, $8.00: psf per yéar ahd $9.00.psf per year
Fespectivaiy. Copies of the Loop Net ilstings (including photographs) for nearby facilities are
attached to this Response.

My partners and | own, operate and are 'ac_tlveiy engaging in the leasing.of more than 12.5
millicn square feet of retail/office/service real estate, and we do not “give away” our
property. The subject lease was an arm’s length transaction which | determined to be in the
landlord’s best-economic interest. | am a‘trained real estate appraiser (see Curriculum Vitae
attached), and | have actively practiced fee appraisal.activities.on the land and buiklings we
own and have contemplated for acquisition for more than 35 years. | have been qualified on
numerous occasions as an expert witness tc render my opinion ofvalue of real estate in
courts in North Carolina, South Carolifle and Georgla.

An investigation of the market rent of the subject property does not start with a Loop Net
listing of the price nearby property owners would like to receive in rent for their buildings.
The first step is to understand the nature. of the building. The subject building was originally
built and used as a State Farmn Ciaims Center. It had two pull-through garages so the claims
adjuster could examine the cars inside the building. After acquiring the building; the
ownership group remodeied parts of the building at different times for occ_upancy-by the
real estate operating firm owned by Uarry Storey and me, and for occupancy by Barney and
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Richard Dunstan’s law firm. The subject bullding was never built or intended for office, space
as we canfigured it. In the period during which my firm occupied the building, the number of
employees occiipying the building increased and, as a result, we divided and redivided

‘spaces to create more but smaller offices whereverwe could. We.even converted-a former

mop sink closet into ari office. For a variety.of reasons including the foregoing; the subject

. building suffers from significant and material functional obsolescence (due:to it being

“chopped up” and not suitable to a wide variety of uses [e.g.: odd sized spaces with no
scherne or usability for inany types of prospective tenants or users]). Buildings that suffer
from functional obsolescanee are often termad and thought of as sacond generatiog space.

The cost to reconfigure the building for a typical office arrangement is probably higher than
the cost to raze and replace the building. Due to the current condition and configuration of
the building, it wauld be considered “fourth generation” space, and as:such, it has not

attracted a tenant or.user for over'five years despite being actively. marketed by my firm.
\

¢
A similar building (a picture and aerial view of the building ere attached) located e bipck up

Wheeler Rand frem the subject butiding was denielished in the last menth, and the land Is
being redeveloped for the construction of a McDonald’s restaurant. The fact that a similar
office building one block away was torn down rather than confinued in use as an office
building is a solid indicetion that this type af building does nat inherontly réfiect dc add
muth %o the nnderlying velue ef the land. Due to the unusual functinnel obselescance of rha
subjert buitding and adhiering ta the real estate appraisal principle of “cansistent use”, the
subjgct building is viewed as contributing little to the market viliie of the subject pioperty
and, in fact, should properly be viewed as a negative value: equal to-the cost of demolition.

The local tax assessor valued the subject property’s fand at $270,504 ard the subject
building at $311,637 for a total estimate of market value of $582;1¢1. The ownership group
asserted that the tex assessor ever-valued the subject property and has filed appeals of the
tax assessor’s value in each of the last three years. Even if the tax assessor’s-valuation was
stipulated far ergumect purposas and 1here was no consideration or deduction from the
assassor’s-value for unusual functional obsolescence, a reasonable investment return.an
that value would ba six percent (6%) per annum ar an,annual rental of $34,928 for thi2
entite building. The land is in d good locatien, and as happehed with the nearby McDenald’s
locatipn, thera is a chance that a user will want the land for redevelopment at a price |
acceptable to the landlord to sell the property arid. be done with it- To retain the option to
sell or to redevelop the subject property or to lease it if a bona fide tenant sutfaces, this
landlord requires in the instant lease the ongoing right to terminate the lease-on 60 days"
notice. Given the repairs required to the building and the landlord’s requirement that It
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_ maintain the ongoing right to terminate the:lease with notice to the tenant, the landlord
would not-axpect a six percerit'per annum return as rent-an this building. It would'be
appropriate and réasonable to adjust downward the optimum $34,928 annual rental for the
entire building by a 50% factor in consideration of the termination right-réserved by the
landlord and the unusual functional obsolescenée and existing deférred maintenance of the
subject building resulting in anindicated fair market rental for thé entire building under a
bést case scenario (i.e.: finding an interested tenant of buyer withina réasonable three
month marketing period when the property has sat vacarit for over five yeass whille being
activély marheted by a firm that operates ovér 12,5 millien square feet of-comimercial
buildings) of $17,464 per anoum. Howevsr and as discussed above, the MéLend Campuaign
only uses approximstely 15% of tha space. Adjusting the fair mariet arinual rental of
$17,464 for the entire building by the 15% of thie space being used.résuits.in anindicated
annual fair market rental of $2,619 or $218 per month from the Mcl.eod Campaign for the
space it uses.

It is difficult to obtain from market comparables or sales a "paired sales” metric (e.g.:
comparing similar properties, one having a landlord termination right and the other not
having a termination right) to empirically demonstrate the impact on market rent of the
landlord reserving a termination right, However, using common sense, vne knows intuitively
that having the unfetiered right to temiinate is of great benefit to the landlord znd of
correspanding detrithent to the tenant (2red would reduce tive market rental obtainable) if
the lease prevides the landgiord can continue to market:its property for sale or lease during
the pendency of the “lease” and, ai any time and from time ta time, if a better offer comes
along, kick out the tanant and terminate the lease without ramification. This
benefit/detriment must be reflected by a significant downward adjustment in any
calculation of “market rent”.

7: For those reasons, among othars, | believed that it was in the ownership.groun's best
economic interest to trade a.partial occupancy of the huilding to the McLeod Campaign in
exchange for the McLeod Campaign making; at its sole:cost, improvements to the building,
paying utilities, and occupying same.

8. 1 concluded that the cansideration for the leasa paid by the McLeod Campaign to the
Landlord of making repairs, paying operating casts, and actually occupying the facility was:a
“market” consideration or rental for the space the McLeod Campaign was receiving. The
Mcleod Campaign was taking all the risk of another tenant’s interest surfacing in the
building resulting in the McLeod Campalign’s octupancy being. tefminated AFTER the McLeod
Campalgn expended its funds and “sweat equity” to' make. the subject building habitablé.



13044343392

Office of General Counsel
Federal Election Commission

May 31, 2012
Page Six
9. My firm has used this same technique with retail tenants located.in our shopping centers

many times in the past. 1t is common in today’s real estate world where there is:a
significant overhang of vacant buildings to.covet “occupancy” and for landlords to pursue
low initial rental to achieve the greater goal of demonstrating the viability of this type of
property.

Please call me at to discuss or let me know any questions you have about the valuation
of the property, and thank you-for your-help.
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r Parcel Number: 030-0-086-01

| .____Owner Information o

Owner Name: BARRY L STOREY FAMILY INVESTMENTS LLLP  Cityy ~ AUGUSTA -

|Mailing Address_1: ~ —-- State: GA

\Mailing Address_2: PO BOX 204227 Zip Code:  30917-4227

| Mailing Address_3: ~ ——

. Property Information - Values From 2012 N
Property Address: 3632 WHEELERRD Provious Value: ~ $582,141 1|
Legal Description: NO SUB CODE (TRA0Q) 00A-0 Total Acres: 0.89 ac
Currerit Value: $582,141 Topography: Rolling
Lahd Value: $270,504 Tax District: 02
Building Value: $311,637

_ ' Community Information o
Commission District: 3 ~ School Board Member:  Alex Howard
Commissioner. Joe Bowles
‘| Voting Precinct: _ 306 Polling Location:

_ FIRST BAPTIST CHURCH

Commercial Improvements
Structure 1
Building Use: Office Year Built: 1082
|Buikding Built-As: Office. Effective Year Built: 1982
{wall Height: 9 Value of Extra Features: $4,315

‘http://mapweb.augustaga.gov/augusta/printPreview.aspx?PrintOptData=Augusta-Richmond ... 6/2/2012
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:Rental Rate
‘Min. Divisible

Property Type

Building Size
BulldingClass
Lot Size
‘Status

Property Detalls
Total Spaca Avaiable

Max. Contiguous

Property Sub-type

5439 SF.

$8 ISFIVr-
2,000 SF
6,439 SF
Office;
Medical Office,
9,989 SF

A

193AC

- Property:Notes

# __ Specodvall. ReniaiRato MinOlvisible MaxGontiguous Leaso Type DafoAvall. Description Subléase:

"Spacei S43SF  SB/SFIYr  2000SF 5430 SF

NN Now

Property Desception

Previous use of building was for Medica! Practice but could be great Financiai or Service industry office space. Four separate access points allow for: possible
division-of space. Praperty contains surglcal facilities for medical use.

Location Description

Property is located &t Interstate 520 and Wheeler Road in the' heart of Augusta's professional communlty‘only oria.quarter mile from Doctors Hospital,

Adjacentto Interstate 520 at Wheeler Road
Located one quarter mile from Doctors Hospital
In the heart of Augustas prafessional

commuriity

Property containa surgical faciiities

s Lishgs

€2012 Ky Widener, Hul) Storey Gibson
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€2012 Ky Widenar, Hull Storey Glbson
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al Parkway, Augusta

Property Detalis
Total Space Avuilable 2,200 SF _
Rental Rate. '$8 - 8.31 /SFIYr
- Min. Divisible 900 SF-
Max. Contiguous 1.300:SF
Property Type Office
Property Sub-type Office Building
- Additional Sub-types InstitutionaVGovemimeritai
Medical Office
il Building Size 4,400 SF
3. Buiding Class B
~ LotSize. 0.24 AC
] Status ) _ Aclive
Property Notes
Spaces
* _. Spaco Avall. RantalRate Min Divisible Max COntlguous Lease Type Dato Avall. Doscriptlon Sublease
SuloA 900 SF $8/SFNT  900SF 900 SF Now Fulbsth, recepionarea
_ and two private offices.
Suite B 1,300 SF $8.31 /8F/Yr 1300SF 1,300 SF Now Full bath, reception.area
and two- private ofﬂces
Property Description

Built in'1989, 4 swite professional office.sits on .24 aores. Perfect for Afforaey, Medical, Insurance, Health-care relaled use. Proparty anjoys. eeey ingeass and
egress to Walton Way Extensionand Pieasant Home Road - this signalized.intersection provides high traffic counts.

Location Description

Locaied at Walton Way ExyDsvis ®d & Pleasant Home Roed, this logation serven bste convenient hub fu the CSRA, Easy ancess s.dam town, |-20 and
BYbDY Jorss Expressvery.

LU‘/MICI Shownd é}, ?wd( ﬂﬁﬂ/flﬂj
OF Loolp NEF

#2012, Ky Widener, Huil Storey-Gibson
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alton Way. A

Propérty Detalls.

 “Total Space Availibts 1,140'6F
'M}ﬁqh $9 ISF/e
‘Min, Divisible 1,140 SF:
. Max. Contiguous 1,140 SF
+ Property Type: Office:
N Pioperty. Sub-type Office Bullding;
- ‘BuiklifgSize .3,600:SF
5Bwldmg Cliiss B
Stalus _Active
Property Notes
' Spl;o“A'i'all.' Rental Rate Min Divisible Max: Contiguous: Ldlso -Tylia ﬁﬁﬂvn_l!_-; _I.J“Q'F’-'ﬁ!"’.“. Subluu
Space-1 1,440 SF $9 ISFAYr '. "1_\!1__40_'38F 1,140 SF _ qutlledGross Now T T

Property Dascription

The bulkding is Colonial Willklamsburg and is of qualtty construction and design. This suite'is located.on thia seoond level and has.five offices; reception; wet bar,
ard two restrooms, It will function well for Insurance agents; attomeys, realtors, mortgage brokers. or any professlonail requiiring a position in the West
Augusta marketplace. Ample parking.is avallable Iri front of-thé building.

Lacstion Descriptisn

Walton'Way Office.Park Is et the intersection of Walton Way and Skinner Mill Road: Augusta Exchange Power-Center, banks, professional development, and
Doct'ril Hospital are located near the property. Easy accessto 1-20 and Bobby Jones Expressway can be aceompllshed via Wheeler Road:dnd Walton Way-
Extension.

L/!ﬁwn)’ ,S%ouw’ 42 A
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§2012.Ky. Widener, Hull Siorey Gibson
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